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MARI NE CORPS ORDER 4440. 31E

From Commandant of the Marine Corps
To: Di stribution List

Subj :  MARI NE CORPS RETENTI ON AND EXCESS RETURNS PCLI CI ES FOR
WHCLESALE AND RETAI L MATERI EL ASSETS

Ref : (a) MCO P4400. 150C
(b) DoD 4160.21-M
(c) DoD 5105.38-M
(d) Foreign Assistance Act of 1961 ( NOTAL)
(e) DoD 7290.3-M
(f) MCO 4920.1
(g) DoD 7220.9-M
(h) U S.C 2547 (NOTAL)
(i) CVs 4L
(j) DoD 4140.17-M
(k) MCO 4440. 30C
(1) MCO P4400. 151

Encl: (1) Definitions
(2) Retention Cuidelines
(3) Materiel Assets Returns Decision Mde

1. Purpose. To provide policy for the retention, transfer, or
return of principal and secondary whol esale and retail assets.

2. Cancellation. MCO 4440. 31D

3. Scope. The contents of this Order apply to servicable
princi pal or secondary itens which are identified by a nationa
stock nunber (NSN) regardl ess of funding source. Definitions
are provided in enclosure (1).

4. Poalicy

a. Retention Policy

(1) Principal and secondary assets shall be stratified
appropriately as approved force acquisition objective (AFAO
stock, approved force retention stock (AFRS), econonmic retention
stock (ERS), contingency retention stock (CRS), nuneric retention
stock (NRS), and potential excess (PE) stock. uidelines for the
use of these strata are contained in enclosure (2).

(2) The Marine Corps inventory control point (ICP)
shall retain whol esal e assets up to the sum of the AFAQ AFRS
ERS, CRS, and NRS
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(3) Retail activities shall retain assets bel ow the
whol esal e | evel equal to the sum of the approved prepositioned
war reserve materiel requirenment (PWRVR) and requisitioning
objective and, in addition, for secondary itens only, a maximm
of 36 nonths at anticipated i ssue or wear-out rates. Care has
been taken to ensure that the retention limt is sufficient to
mnimze the return and rerequisitioning of the sane assets.

(4) Prepositioned war reserve (PWR) nedical stocks at
overseas |locations with | ess than 12 nonths of renaining
shelf-l1ife shall be reported to the Defense European and
Paci fic Redistribution Activity (DEPRA).

(5) The establishnment of retention limts does not
prevent the lateral redistribution of assets anpong retail |eve
activities. Maxinumuse shall be nade of |ateral
redi stribution procedures established by Departnent of Defense
(DoD) ICP's and integrated materiel nmanagers (I MM s).

(6) Assets shall be retained which are serviceable or
econom cal ly reparable and have application to a weapon system
in active use by the Marine Corps.

(7) The retention limts specified in the preceding
shall be subject to shelf-life and storage linmtation
consi derati ons.

(8 Wthin the retail level inventory, consuner |eve
inventories are not authorized retention |evel above operating
st ocks except as provided in reference (a).

b. Transfer Policy

(1) Transfers Wthin the DoD

(a) Transfers of assets within the AFAOw || be
rei mbur sabl e.

1 Marine Corps whol esal e activities shal
furnish assets that exceed current fiscal year requirenents to
ot her DoD conponents having a current fiscal year buy or repair
requi renent.

2 |f the requirenent has been assigned a
Uni form Materiel Myvenent and |ssue Priority System (UWM PS)
designator within Issue Priority Goup | (priorities 01-03),
Marine Corps activities shall honor the request for assets and
process the requisition on a fill or kill basis considering
onhand assets to the sane extent they would to satisfy Marine
Corps-originated requisitions.
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(b) Transfers of assets in excess of the AFAO
shal | be nonrei nbursabl e.

1l Assets within the Mari ne Corps retention
limt, other than those under the control of DoD I MM s, shal
be made available to fill deficiencies in the AFAO of anot her
DoD conponent .

2 Assets identified as PE stock, except
those owned by DoD | MM's, shall be nade avail able to other DoD
conponents for requirenents within their retention limt.

3 Assets under the control of DoD | MM s
shall be made available to fill deficiencies in a DoD
conponent’ s PVWRVR.

4 Transfers of assets between DoD conponents
shall be per reference (b).

(c) Transfers of excess assets from one retai
activity to another shall be wi thout rei nmbursenment when
directed and controlled by a whol esal e nanager.

(2) Transfers to Allied Forces. Transfers to
non-United States forces shall neet commitnents of the United
States. Assets shall be transferred to eligible countries and
international organizations per reference (c). The pricing of
such assets and applicabl e accessorial charges shall conformto
references (d) and (e). Cooperative |logistics supply support
arrangement (CLSSA) transactions shall be conpleted per
reference (f).

(3) Transfers to Federal Civil Agencies

(a) Wth the exception of DoD excess materi el
the transfer of assets to agencies outside of the DoD shal
requi re rei nbursenent per reference (g), chapter 26

(b) Transfers of DoD excess materiel to agencies
outside the DoD shall be per reference (b) and chapter 26 of
reference (Q).

(c) Transfers of DoD nonl ethal supplies nmay be
made to the Departnment of State pursuant to reference (h).

(4) Iransfers of Cryptological Materiel. Transfers of
cryptol ogi cal materiel, including comunications security
materiel, shall be acconplished per current National Security
Agency/ Central Security Service (NSA/CSS) regul ati ons and
reference (i).

c. Return Policy--Retail Assets

(1) Al serviceable or econonically reparable assets
excess to the holding retail activity’s retention limt shal

3
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be reported to the whol esal e manager. Reports shall be per
reference (j). Reports shall be for full unit-of-issue
quantities only. QGuidance on unit of issue is contained in
reference (k).

(2) The whol esal e manager shall advi se the hol di ng
retail activity that the reported assets are authorized to be
returned to whol esal e stocks, should tenporarily be retained,
or are not returnable. The whol esal e manager’ s deci si on shal
be based on the gui dance contai ned in paragraphs 4a(5) and (6),
precedi ng, and the econom ¢ and nonecononi c factors established
by the Commandi ng General, Marine Corps Logistics Base, Al bany,
GA, pursuant to enclosure (3). Assets not authorized for
return or tenporary retention shall be subject to the retai
hol di ng or disposal policies contained in reference (1).

(3) Authorized returns of assets within the AFAO (Il ess
the currently unfunded portion of the war reserve requirenment)
of the whol esal e manager shall be with credit. Authorized
returns of assets in excess of the AFAQO or to satisfy the
currently unfunded war reserve requirenment, shall be w thout
credit. However, in the case of nonconsumabl e assets that can
be repaired econonmcally, a credit allowance may be all owed for
unserviceable turn-ins (except free issue itemns).

5. Procedures

a. The shipper shall pay packing, crating, handling, and
transportation (PCH&T) costs for transfers within the DoD
supply system for transfers fromproperty disposal activities
to DoD conponents, and for returns from DoD conponents to
supply systeminventories, including stock fund returns with or
wi thout credit and transfers from one DoD stock fund or
di vision to another

b. The recipient (consignee) shall pay PCH&T costs for
transfers fromproperty disposal activities to foreign
governnents or authorized non-DoD custoners or donees. (The
supply activity perform ng PCH&T services for a property
di sposal activity shall be reinbursed directly for such
services by the recipient.) Funding for PCH&T costs for
recl amation actions shall be per reference (b).

c. Wen nonappropriated fund property is transported for
DoD norale, welfare, and recreation activities, PCH&T shall be
applied per reference (g), chapter 26.
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6. Reserve Applicability. This Oder is applicable to the
Mari ne Corps Reserve.

W G CARSON, JR
Deputy Chief of Staff
for Installation and Logistics

DI STRIBUTION:  E

Copy to: 7000176 (10)
7000144/ 8145001 (1)
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DEFI NI TI ONS

1. Approved Force Acquisition Cbjective (AFAQ . The quantity
of an item authorized for peacetine acquisition to:

a. Equip and sustain the U S. approved forces per current
Def ense gui dance

(1) To provide approved peacetinme operating stocks of
spares and repair parts to achieve explicit weapon systens
availability goals at planned operating tenpos, other materi el
support, and personnel support stocks.

(2) To provide nmateriel to support wartine requirenents
from D-day through the period prescribed in the current Joint
Strategic Capabilities Plan.

b. Equip and sustain allied forces by satisfying:

(1) Requirenents of approved progranms including the
MIlitary Assistance Program and Foreign Mlitary Sal es Program

(2) Wartine requirenents from D-day through the
period and at the | evel of support prescribed for those allies
aut hori zed this support in the current Defense guidance.

c. Provide support for other U S. Governnent departnents
and agenci es, as authorized.

2. Approved Force Retention Stock (AFRS). The quantity of an
itemin addition to the AFAO required to equip and support the
U.S. approved forces fromD-day until production equals the
rate at which the itemis required (D-to-P) (applies either to
the situation where a part of the approved force structure is
not authorized indefinite support, or where the requirenment for
forces authorized indefinite support is not conputed on a
D-to-P basis; e.g., 6 nonths’ conbat consunption).

3. Contingency Retention Stock (CRS). That portion of the
quantity of an item excess to the AFAO and AFRS for which there
is no predictable demand or quantifiable requirenment, and that
normal Iy woul d be allocated as PE stock, except for a
determnation that the quantity will be retained for possible
speci fic contingencies. (Category C ships, aircraft, and other
itens being retained as contingency reserve shall be included
inthis stratum)

4. DoD Excess Materiel. Materiel determned to be unnecessary
for the discharge of DoD responsibilities after conpletion of
utilization screening anong DoD conponents, per the policies
and procedures prescribed by DoD 4160. 21- M

ENCLOSURE (1)
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5. DoD Integrated Materiel Managers (IMVMs). Defense Logistics
Agency and mlitary service |ICP s assigned DoD intergrated
managenent responsibility for a Federal supply group and/or
class, comodity, or item

6. Econonic Retention Stock (ERS). That portion of the
quantity of an item excess to the AFAO and AFRS determned to
be nore economical to retain for future peacetine issues

i nstead of replacenent of future issues by procurenment. To
warrant econom c retention, itens nust have a reasonably
predi ctabl e demand rate.

7. lnventory Control Point (ICP). An organizational unit or
activity within a DoD supply system assi gned the primary
responsibility for the materiel nanagenent of a group of itemns
either for a particular mlitary service or for the DoD as a
whole. Materiel inventory nanagenent includes catal oging
direction, requirenents conputation, procurenment direction

di stribution managenent, disposal direction, and rebuild
direction.

8. Nuneric Retention Stock (NRS). The quantity of an itemin
excess of all identified requirenment objectives except for

whi ch disposal is currently infeasible or uneconom cal or for
whi ch a nmanagenent deci sion has been nade to retain stock in
the supply system Normally, NRS will be no greater than the
sum of onhand and due-in assets.

9. Potential Excess (PE) Stock. The quantity of an item above
all authorized retention |levels except for which fina
determ nati on as DoD excess materiel has not been made.

10. Principal Itens. End itens and repl acement assenblies of
such i nportance that managenent techni ques require centralized
i ndi vi dual item managenent throughout the supply systemto

i ncl ude depot |evel, base level, and itens in the hands of
using units. Specifically, these include itens of which, in
the judgnent of the military services, there is a need for
central inventory control, including centralized conputation of
requi renents, central direction of distribution, and centra
knowl edge and control of all assets owned by the mlitary
services. Principal itens normally will be selected on the
basis of their essentiality for conbat or training, high
monetary value, difficulty of procurenment or production, or
criticality of basic materials or components.

11. Requisitioning Cbjective. The maxi mum quantities of
material to be maintained on hand and on order to sustain
current operations. It will consist of the sum of stocks
represented by the operating level, safety level, and the order
and shipping time or procurenent |lead time, as appropriate.

ENCLOSURE ( 1)
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12. Retail Stock. Stock held bel ow the wholesale |level in
either the internediate or consuner |evel of inventory.

13. Retention Linmt. The nmaxi mnum quantity of an item of
materiel that may be retained if it is in stock, as determ ned
by applicable retention rules.

14. Secondary Itens. End itens and consunabl e and reparable
itens other than principal itens.

15. U.S. Approved Forces. Forces specified in the 5-Year
Def ense Program and the Coast Guard when assigned to the Navy.

16. Wholesale Stock. Stock, regardl ess of funding sources,
over which the inventory manager at the I CP | evel has asset
knowl edge and exercises unrestricted asset control to neet
wor | dwi de i nventory managenent responsibilities.

ENCLOSURE ( 1)
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RETENTI ON GUI DELI NES

1. AFAO and AFRS. The quantities of assets to be stratified
as AFAO and AFRS shall be determ ned per current DoD
instructions in the 4140 series. Appropriate el enents
contained in this Order nmay be used to establish AFAO and AFRS
| evel s for principal itemns.

2. ERS

a. The ERS is devel oped by cal cul ati ng an econom ¢
retention limt (ERL), which represents the nmaxi numretention
| evel of stock that could be economically justified to neet
future peacetine requirenments. ERS is the quantity of stock
excess to the AFAO and AFRS requirenent but within the ERL.

b. The ERL is based on true econonic criteria, including
potential future reprocurenent costs, repair costs, depot
survival rate, expected returns fromdi sposal of nateriel
costs of storing materiel, costs of transporting
not -ready-for-issue assets, shelf-life constraints, and future
peaceti ne demand expectations. To warrant ERS, an item rnust
have a reasonably dermand rate.

3. CRS
a. | nf ormati on

(1) CRSis the quantity of an item excess to the AFAO
and AFRS requirenents and the ERL for which there is no
predi ctabl e demand or quantifiabl e peacetine requirenent, but
for which specific special considerations or potential use in
speci fic contingencies justify retention

(2) Wthin the CRS, stock shall be stratified to one
or nmore of the follow ng subcategories:

(a) Subcategory A--Mlitary Contingency. Assets
may be retained in this subcategory to neet potential mlitary
contingencies for U S. forces.

(b) Subcategory B--Foreign Mlitary Demand. Assets
may be retained in this subcategory in expectation of foreign
mlitary demand not covered by cooperative |ogistics agreenents.

(c) Subcategory C -CGeneral Contingency. Assets
may be retained in this subcategory based on potenti al
usef ul ness, extreme reprocurenent problens, or other special
considerations involving nonmlitary contingencies, such as
civil emergencies or natural disaster relief.

ENCLOSURE ( 2)
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b. Discussion

(1) Contingency retention rules reflect nonecononic
factors that are difficult to quantify, subjective factors that
cannot be incorporated in the econom c rules, or exceptiona
situations. Wiile the category of contingency retention
enconpasses a variety of difficult and often subjective
concerns, contingency retention decisions for individual itens
nmust be based on consideration of specific potential
contingencies or specifically identified factors, rather than
general concerns. G ven the varied nature of contingency
retention decisions and the frequent requirenments for subjective
analysis, it may not be possible to specify explicit depth
of stock rules for contingency retention

(2) The nost common justification for contingency
retention is potential usefulness in specific situations not
covered by economic retention criteria. Wthin this category,
the nost inportant basis for contingency retention is
anti ci pated denmands caused by war or mlitary contingencies
short of war. Mlitary contingency can affect denmand in
several ways, including increased tenpo of operations, different
failure patterns, nobilization of inactive ships and pl anes,
and acquisition of new forces. The only depth rule that is
practical is that the retention quantity shoul d be reasonabl e,
given the nature of the potential demand.

(3) A second type of useful ness not reflected in ERS
is foreign mlitary demand that does not fall within a supply
support agreement. Stock shall be retained to neet potentia
foreign mlitary demand per DoD 5105. 38- M

(4) Some other specific potential requirenents that
may be included in contingency retention include disaster
relief requirenments or other civil energencies, and potentia
energency requirenments for itens that have been superseded by
preferred itens. Contingency retention nay also be justified
by extreme reprocurenent problens for the item The use of
this category is based on a judgnment that the reprocurenment
cost used in the ERS decision does not reflect fully the
difficulty or expense of reprocuring the item This situation
could arise due to extrenely long lead tines, |oss of a favored
(or only) supplier, or other factors. Once again, the depth of
stock retained shall be reasonabl e, given the magnitude of the
reprocurenent problens. |In particular, this category of
contingency retention is appropriate in cases where an explicit
one-tinme buy has been nade.

(5) Because of the difficulty of stating explicit depth
rul es for contingency retention, Mrine Corps whol esal e and

ENCLOSURE ( 2)
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retail supply activities shall inplenent detailed review
procedures to validate contingency retention decisions. The
first priority shall be to ensure responsible and conpetent
revi ew of contingency retention decisions. Reviewlevels shal
be based on the relative size of contingency retention
conpared to the AFAO requirenent, as well as the current
absolute dollar value review limts. Oher factors, such as
category of justification, shelf-life, or storage requirenents,
shall be used in deternmining the appropriate review | evel

(6) Contingency requirenments decisions shall be
reviewed periodically. Relatively short tinme limts
(1 to 2 years) shall be established for high dollar val ue
contingency requirenments. Longer limts (about 4 to 5 years)
shoul d be established for other itens, unless special
circunstances warrant a shorter tinme limt. Wen the time limt
expires, the nornmal contingency establishnent procedures nust
be repeated if the contingency requirenent is to be continued.

(7) Finally, contingency decisions shall be docunented
on an itemby-item basis to all ow managenent revi ew of each
speci fic decision and to provide a background file to support
future contingency review decisions for the item

4. NRS

a. Information. NRS is the quantity of an itemin excess
of all identified requirenment objectives except for which
di sposal is currently infeasible or unecononical, or for which
a managenent deci sion has been made to retain stock in the
supply system Normally, NRS will be no greater than the sum
of onhand and due-in assets. Wthin NRS, assets shall be
stratified to the follow ng subcategories:

(1) Subcategory A--Anticipated Nonrecoverable Assets.
These assets reflect potential future condemations fromthe
repair process.

(2) Subcategory B--Unecononmic Partial Disposal. These
assets reflect partial disposal quantities for which the cost
of processing the disposal outweighs any potential benefits of
di sposal

(3) Subcategory C -Unforecastable Denmand. Assets may
be retained in this subcategory to neet potential peacetine
demand for itens for which accurate demand patterns cannot be
or are not yet established, specifically insurance or inactive
itemns.

ENCLOSURE ( 2)
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(4) Subcategory D -Minagenent Considerations. Assets
may be retained in this subcategory based on special managenent
consi derati ons.

b. Discussion

(1) NRS bridges the gap between nmateriel that is
retai ned because there is a reasonabl e expectation of a
requirenent for it and materiel being processed or about to be
processed for disposal. Materiel in NRS is not needed to neet
any specific requirenent, but it is not considered prudent to
process it for disposal

(2) The first subcategory of NRS, anticipated
nonr ecover abl e assets, represents expected future condemati ons.
During the repair process, it is expected that some unserviceabl e
assets will have to be condemmed as irreparable. The nunber of
irreparabl e assets can be predicted confidently and represents
a quantity of assets that cannot be used to neet future
requi renents. However, individual nonrecoverable units cannot
be identified prior to attenpted repair and are thus not
avail abl e for disposal until that tine.

(3) The second subcategory is used to hold quantities
of stock for which the cost of partial disposal action cannot
be justified. There is a significant cost to processing
mat eri el for disposal. For disposals involving few units or
| ow dol | ar values, this cost may outwei gh any potenti al
benefits. However, for specific itens, |ocal storage space
shortages or unusually high disposal sales value nmay justify
| ower dollar val ue di sposals, while | ow di sposal sal es val ue or
hi gh di sposal processing costs may justify a higher threshold.

(4) The third subcategory is used to retain insurance
or inactive items. Economic retention requires that an item
have a reasonabl e predictable demand rate. This condition is
not met for insurance or inactive itens. However, itens in
this class may experience sufficient random denmands to justify
some additional retention that should be stratified to this
subcategory. Since there is an extrenely |arge nunber of
i nsurance or inactive itens with assets above the AFAO
requi renent, nost with | ow dollar values of stock, it is
essential to focus attention on those itens with very high
dol | ar val ues of assets above the AFAQO

(5) The fourth subcategory is used to retain assets
based on nmanagenent deci sions recogni zi ng unquantifiabl e
econom ¢ reasons, potential usage, nmarket availability, weapon
system application, or storage capacity. The considerations
that can justify retention of assets in this subcategory are

ENCLOSURE ( 2)
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simlar to those used in justifying contingency retention
except that, unlike contingency retention, assets may be
retai ned based on general concerns or factors.

5. PE Stock

a. Information. PE stock is the quantity of an item
excess to all authorized retention levels for which fina
processing to disposal is pending.

b. Discussion. Stock may not be retained in PE stock for
a longer period of time than is required to make a fina
determ nati on whether or not the stock should be di sposed of
and to process it for disposal. |If a deternmination is nmade to
retain the stock, it nmust be restratified to AFAQ, AFRS, ERS
CRS, or NRS.

ENCLOSURE ( 2)
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MATERI EL ASSETS RETURNS DECI SI ON MODEL

1. Information. On a daily basis, whol esale inventory
managers are required to anal yze reports of excess assets
submtted by retail activities and to nmake deci sions

regarding the retention or disposal of the assets. Severa
factors, econonic and nonecononic, are relevant to such

deci sions. The Conmandi ng General, Marine Corps Logistics
Base, Al bany, shall establish decision nodels that are
suitable for use by inventory managers considering the factors
in the sequence given bel ow.

2. Decision Mdel Factors

a. Dimnishing Manufacturing Sources. The first criterion
to evaluate is based on a readi ness consideration, nanely
di m ni shing sources of supply for active itens in the DoD
inventory. Returns should be accepted for itens that have been
approved for life-of-type buys.

b. Economic Factors. It is necessary to determne if a
proposed return should be accepted based on econom c
considerations. |If the stock position of the item being

considered for return is below the AFAO and if the nargina
unit return cost (i.e., cost to return to the depot m nus cost
to dispose) is less than the unit reprocurenent price, the
return should be accepted. The item should not normally be
authorized for return if on a per itembasis it costs nore to
return than it would cost to reprocure. However, a return
woul d still be accepted if the noneconomic criteriain
paragraph 2c, follow ng, apply.

C. Noneconom ¢ Factors

(1) Weapon Systens. Per the policy specified in
par agraph 4a(6) of the basic Order, itens applicable to active
weapon systens used by U S. forces normally shoul d be returned.

(2) Back Orders. Due to the mathenatical aspects of
econom ¢ return nethodol ogies, an itemcould have a stock
position exceeding its authorized economc return limt but
still have outstanding back orders. This situation could
result if a large portion of an item s assets were due in
rather than on hand. Therefor, returns for items with
out st andi ng back orders shoul d be accept ed.

(3) WAr Reserves. Returns for itens authorized a war
reserve |level should be accepted if the war reserve stock
requirenents are not satisfied by the item s existing whol esal e
assets.

ENCLOSURE ( 3)
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(4) Lead Tines. Economc return nodels normally
assune that an itemcan be reprocured within an
acceptable tinmefrane. In cases where it is expected that the
lead tine will be beyond an acceptable period, reported itens
shoul d be returned.

(5) Demand History. |If the econom c return node
does not address constant or increasing demand, the denmand
history criterion attenpts to capture returns for these kinds
of itenms. By conparing the itemis current demand to its
quarterly forecasted demand tinmes a growh factor, inventory
managers will be in a position to deternmine if increasing
demand activity would justify accepting the return

(6) Lnventory Managers Override. Although nodels
shoul d be flexible, they will not be able to consider properly
all possible conditions. Inventory managers shoul d have
sufficient responsibility related to the return of itens to
override the preceding criteria.

ENCLOSURE ( 3)



